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CHANGES IN BEER REGULATIONS
UNDER PUBLIC LAW 91-673

Brewers and others concerneds

Purpose, The purpose of this circular is to inform you of the amendments made in
26 CFR Part 24}5, Beer, by Treasury Decision 7113 which was published in the Federal
Register for May 13, 1971.

Background. The amendments implement the provisions of Public Law 91.673, effective

May 1, 1971, by (a) permitting credit or refund of tax if beer is returmed to another
brewery of the same brewer and permitting offsets or deductions from taxable removals if
beer is returned to the same brewery from which it was removed, (b) permitting credit or
refund of tax in the case of beer lost by theft or rendered unmerchantable, (c) permitting
removals without payment of tax for use in research, development, or testing, (d) per=
mitting the quadrennial bonding requirements to be met by certifying the continuatien of
an existing bond in place of the present requirement that a new bond be given, (e) per=
mitting case packing, loading, or storing facilities away from the main part of the
brewery but in reasonable proximity thereto, (f) eliminating the requirement for setting

— aside a designated part of the brewery as the brewery bottling house, and (g) authorizing
the establlishment of pilot brewing plants.

NATURE OF CHANGES

Returned beer. The revised regulations make two changes affecting the return of beer
to the brewery. Iirst, the definition of "removal for consumption or sale' has bheen
changed to mean any removal (other than a removal without payment of tax) of beer from the
brewery. Accordingly, beer returned to the brewery on the same day on which 1t was re=-
moved will no longer be considered as beer which has not been removed for consumption or
sale. Instead, the revised regulations will provide that any beer returned to the same
brewery from which it is removed for consumption or sale (regardless of when it was re-
moved) shall be used as an offset or deduction in determining the amount of tax due on
the total quantity of beer removed for consumption or sale for the day during which such
beer was returned, The second change permits the tax pald on beer to be refunded or
credited, upon filing a proper claim, to the brewer when beer is returned to any of his
brewerles other than the brewery from which the beer was originally removed for consumption
or sale,

Boeor lost by theft or rendered unmerchantable, The revised regulations extend the
loss provisions to include beer lost by theft before removal from the brewery and heer
rendered unmerchantable by fire, casualty, or act of God. In the case of losses by theft,
claims foar refund, credit, or relief from llability may not be approved unless the brewer
proves to the satisfaction of the Assistant Reglonal Commissioner that the theft ocourred
without connivance, collusion, fraud, or negligence on the part of the hrewer, consignor,
consignee, ballee, or cerrier, or the employees or agents of any of them; and in the case
of beer rendered wmerchantable, such olaims may not be allowed unless the brewsr proves
to the satlsfaction of the Assistant HReglonal Commissioner that such beer cannot be salvaged
and returned to the market for consumption and sale as beer., Of course, no such claim may
be allowed if the brewer 1s indemnified by insurance or otherwlse in respect of the tax.
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Filing of claimg, Claims for refund, credit, or rellef from liability must be filed
within six months after the date of the retwrn to the brewery, loss, destruction, or
rendering unmerchantable,

lemovals for research, development, or testing, A new provision has been added to
the regulations wihich will permit brewers to remove besr without payment of tax for use
in regearch, development, or testing., Under the revised regulaiions, befors any beer
may e so removad the brewer would be renuired to furmish elthar a consant of surety ex-
tendirg the terms of his exisiting bond to inelude such removals oy a 79w bond which is
conditioned to cover such remcvals. Alscy Lefore osash such rencvel, the brawer woawld be
required to submit applicaticn to, ond receive tha approvil of; hls igslstant feginonal
Couprdssicner,

Jontimuation of bond coveraps, Lxisting regulaticns reguize Lhot a hrewer file a
rew bond caco avery L yours, The vevisad rules provide that if be contrach oi sovely
on an espiriig bond ie continued in foree for a period of pobt lass then L yews, the
brower may {ils & certificabts altesting to cortinualion of tha bond ir lisu ci 2 new bowls
Thus, brewsrs whese bouds &xpire after April 3C, L971, may fils i comlinuation ceshificate
on Form 1°66ei in Jieu of filing a new bond, Form 1566. Upon sxrmiraition ol the coabinna-
Yion certificote, the brawer could file succeading continuation coertifizatss 1L the
contract of sarety is continued in force for successive periods of nobt less than L years.
Such a continuation certificate constitutes a bond and is subject to all nrovicions of
law and regulations relating to bonds on lForm 1566,

Use of brewery, The revised rogulations wmake two major changes atfecting the uso of
the trowery, Tirst, the regulations no longer require that bottling be conducted in a
norticn of the brewery set aside and designated as the brewery bottling house. Second,
faclllties under the control of the brewer for case packing and storing, as weli as
facilities for loading, which are located within reasonable proximity teo the brewery
packaging facilities mey be approved by the Assistant Reglonal Commlssioner as part of
the brewsry it the reverue will not be jeopardized thereby.

Definitions of the terms "package" and “packazing'. A new definition has oeen
added to the regulations to define the term "package" to mean & bottls, can, keg, barrel,
or other ordgingl consumsr container, and "packaging" to mean the £f11ling of any nackagse,
Llthough the terms "bottle" and "bettling' have been deleted from the law, the definitions
for these terms have been retalned in the revised regulations for the purpose of clarity.

Pilot brewing plants, The revised regwlations amend Subpart CC of 26 CFR Part 245
by deleting therefrom tho provisions for the establishment of experimental trewerles and
prescribing therein provisions for the qualification and operation off brewery premises
of pilot trewing plants, including the filing of applications and bonds, the transfer of
beer between a pilot trewing plant and a brewery operated by the same person, and the
records required to be kept by the propristor of a pilot brewling plaxt. In view of the
simlarity between the revised regulations and the current regulations relsting to ex-
perimental breweries, persons who wers authorlzed pricr to May 1, 1971, to operate an
experimental brewery will be permitted to continue to operate thelr experimental brewery
during the period covered by their current authorization; howsver, in order to continue
operatlons after expiration of such authorization, they will be required to qualify
their premises as a pilot brewing plant,

Incorporation of ruling, In addition to the changes required to oconfarm regulations
to the amended law, the revised regulations will incorporate the provisions of Revemus
Duling 57-558 which require that a statement of process for fermented beverage products
marketed under a nzme other than "beer," "ale," 'porter," or "stout" be submitted as a
part of the Brewer's lNotice, Form 27-C,

Submission of amended Ferm 27-C, It will not be necessary for a brewer to submit
an amended notice on Form 2/-C to reflect the deletion of the hrewery bottling house
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until he is next required under § 245,45 to furnish a new bond or a continuation certifi-
cate, unless he is required by the Assistant Regional Commlssioner under § 245.Ll to file
a new and complete notice, Similarly, a brewer who has filed a statement of process
under the provisions of Revenue Ruling 57-558, would not be required to fils a new notlce,
Form 27=-C, to reflect such process.

FORMS

Porm o7=C, Irewer's Hotice., This form is being revised (1) by adding a provisien
for contimation of vhe busisess under a centimuation certificata, (2) by deleting it
refarences to the twewery botiling house, and (3) by adding a requivemant of zubmission
=1 stotenants of orocess for fermanited beverages to be markaled undor a name - daseripe
tion other than "beor,” "ale," "porter," or “stout.t

Sor 103, Brewerls ionbthiy feport of Opecutdeons, Thie Feom 1o belig vavassd Uy deles
ting w1l refererces tn the racking roon and votiling touse and providicg for tha recerding
of (1) verr recoived from pllel browing plands, (2) =ecr redwrned te She browsry aftor
removal therefromg (3) heer reburned to the brewsry after ramovzl from anotier brewnry,

‘L) baer ramcved for use in research, development, or tosbting; (5) beer trinsferred o
pilot bre.dng plents, and (€) beer lost by theft.

Formn 1566, Drewerts Bond. ‘his form is being revised (1) to permit it to be used
either by a hrewsr or o vroprietor of a pilot brewing plant, {£) te provide for the cone
tinuatlon of the contract of surety, and (3) to extend its coverags to include peer
remeved for use ln research, dsvelopment, or testing,

Form 2034, Deer Tax Return. This form is being revised to include space for record-
ing the quantity of beer returned to the same brewery from which remcved end to provide
for deducting such returmed beer from the total quantlity of beer removed for consumptlon
or sale in determining the amount of tax to be peid for the sard-monthly period covered by
the raturn.

Form 2051 Sheet 2, Record of Browery Operations. This forim is being revised to pro-
vide space mnd instructions far recerding the additional information which will be raguired
on Feem 103, Exlsting Forms 2051, Sheet 2, on hand at breweries may, if the hrewer so
deslres, be appropriabtely modified in line with the revised farm, in arder that existing
forms may be used up.

Supply of naw and revised forms. Your Asslstant Reglenal Commlssioner will supply
vou with the new and revised forms as soon as they are available,

INQUIRIES

Inquiries regarding this ciroular should refer to its mmber and be sddrassad to
your Assistant leglonal Commissionsr, Alcohol, Tobagcco and Firearms.

A
Iex D, Davlis, Director
Alcohol, Tobacco and Firearms Division



